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THE COMMISSION SPELLS OUT ITS IDEAS ON ECONOMIC AND MONETARY 
UNION: THE ECU WOULD BE AT THE CENTRE OF THE SYSTEM. 
In a report to be examined by the Ministers of 
Finance of the Twelve on 31 March, the Com­
mission has spelt out its ideas on economic and 
monetary union, defining its position as regards 
some of the options mentioned in the Delors 
Committee's proposals of April 1989 and adding 
some important details. 
The Commission draft proposes that joint mon­
etary policy should be directed by a new inde­
pendent and democratically responsible 
institution to be known as Eurofed, which would 
be legally committed to maintaining price sta­
bility. 
The ecu would form the centre­piece of the sys­
tem. Eurofed would control ecu creation but, in 
line with the subsidiarity principle, the national 
central banks would retain responsibility for the 
proper operation of payment systems and mar­
kets, relations with financial institutions etc. 
On the other hand, strategies for dealing with 
budget deficits and indebtedness would be de­
cided by regular, mutual surveillance exercises 
rather than imposed by direct constraints. 
The market for ecu issues has been particularly 
buoyant this past month. 
On 7 March, the EIB added a new tranche of 300 
million ecus to its 10% ­1997 loan, thus bringing 
the total to 800 million ecus and making it the lar­
gest ecu issue on the Euromarket. This issue 
has been designed to yield 0.18 percentage 
points more than the French secondary market 
ecu OAT (Obligation assimilable du Trésor'). 
At the beginning of March, the French Treasury 
launched a new tranche of 225 million ecus for 
this OAT at 8.5%, with a yield on the issue price 
of 10.78%. 
The French Treasury OAT, which is a domestic 
instrument and not a Eurobond, is for a much 
higher total amount than the EIB loan (about 
twice as much). 
Linked with this OAT, which is available in units 
of 500 ecus nominal value, two series of war­
rants were issued by the Crédit Lyonnais on 22 
March: 400 000 call warrants (sold at 22.5 ecus), 
each enabling an OAT to be purchased at 93%, 
while 200 000 put warrants (sold at 21 ecus) 
authorize sale of an OAT at 87%. These war­
rants must be exercised between 27 April 1990 
and 17 March 1992 and will be quoted in Paris 
and Luxembourg. 
Also classified as a domestic issue (and there­
fore not included in the statistics on pages 4 and 
5 of this Bulletin) is a new series of Italian CTEs 
('Certificati del tesoro in Euroscudi') for a total of 
1 000 million ecus at 12% over five years. The 
market is expecting the 12.5% withholding tax 
still payable on interest on these certificates to 
be abolished shortly. 
As regards progress towards the single Euro­
pean financial market, the Deutsche Bundes­
bank has allowed German residents to launch 
loans in foreign currencies in their own names 
since 5 January last; they had previously been 
obliged to act through foreign intermediaries. 
The KfW ('Kreditanstalt für Wiederaufbau'), a 
prestige borrower, and the LKB (Landeskredit­
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I. A graph of the bilateral fluctuations of the ERM currencies. 
II. Yearly and monthly issues of ecu bonds. 
III. EMCF rate, interest rates on ecu deposits and yields on ecu bonds. 
IV. Last month's ecu bond issues. 
V. Consumer price indices in national currencies. 
VI. Consumer price indices in ecus. 
VII. Yearly, monthly and daily ecu exchange rates. 
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TABLE I 
BILATERAL FLUCTUATIONS OF THE ERM CURRENCIES 
January February 
CENTRAL RATES AND INTERVENTION LIMIT RATES, IN FORCE SINCE 8 JANUARY 1990, FOR 








































































































































































































































The pound sterling, Greek drachma and Portuguese escudo do not participate in the exchange mechanism; the notional central rates for 
these currencies are respectively UKL 0.728615, DRA 187.934 and ESC 177.743 to the ecu. 
TABLE II 































































































































































































(·) Recording based on the payment date 
TABLE III 
OPERATIONS RATES OF THE EMCF (CALCULATION MONTH) AND 
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Bilateral currency deviation (graph on page 3). 
The various curves should be compared in pairs. To 
find the differential between two currencies, subtract 
the (positive or negative) values along the y-axis 
corresponding to each currency. 
The graph is drawn with the curve of the strongest 
currency above that of the weakest. It shows there-
fore the relative position of each currency vis-à-vis 
the other currencies. 
When two curves intersect or merge over a period of 
time there is no differential between the two curren-
cies and their market exchange rate equals their bi-
lateral central rate. 
The graph is drawn within a horizontal band corre-
sponding to the maximum 2,25% margin of fluctua-
tion applying at any given moment to market 
exchange rates and the bilateral central rates of the 
ERM currencies, with the exception of the PTA, which 
has a maximum authorized fluctuation of 6%. This 
band is divided symmetrically by a horizontal axis 
along which the points would be plotted if all curren-
cies were at their bilateral central rate and there were 
therefore no fluctuations. 
The daily market exchange rates of all currencies are 
compared with the relevant bilateral central rates and 
the differentials between the two calculated. 
The maximum fluctuation between two currencies 
(with the exception of the PTA) is shown within the 
band, symmetrical with the horizontal axis. The fluc-
tuations of the other currencies in relation to either of 
the two currencies in question are shown within the 
maximum permissible fluctuation. 
The curves are drawn by linking the daily points 
showing the relative positions of each currency. 
Exchange rate grid (Table I). 
The intervention limit rates fixed in the official grid do 
not always correspond exactly to + or - 2.25% (+ or -
6% for the peseta) of the central rates, since for each 
currency pair (whose exchange rates are inversely 
proportional to one another) the lower limit of the one 
corresponds to the upper limit of the other. 
Ecu bond Issues (Table II & IV). 
In the table II, the issues are recorded as at the pay-
ment date. This bulletin only covers international and 
foreign issues in ecus, including ecu issues offering 
the option of conversion into other currencies. Main 
source: International Financing Review 
Table II shows, under the headings: 
- Business sector and Governments: national 
issuers, both private and public. 
- Institutions: the European Investment Bank and 
the Commission of the European Communities 
(EEC, ECSC, Euratom). 
- Organizations: the specialist institutions of the 
United Nations, the World Bank, the Council of 
Europe, etc 
Table IV shows detailled information of the latest 
known issues, whatever the payment date. 
Interest rates and yields on ecu investments 
(Table III). 
The interest rates for 1,3 and 6 month and 1 year de-
posits are calculated on the basis of the Friday Lon-
don market rates (source: Financial Times, London 
Money Rates, ECU Linked Deposit Bid). 
The bonds are classified according to three types of 
terms: under 5 years, from 5 to 7 years and more 
than 7 years. The redemption yields of ecu bonds are 
calculated each Wednesday from a sample of fixed 
interest bonds, denominated in ecus and listed on the 
Luxembourg Stock Exchange. These yields are 
weighted by amounts in circulation, (source: Luxem-
bourg Stock Exchange). 
The monthly and yearly averages are the arithmetic 
means of these weekly interest rates and bond 
yields. 
Operations rates of the EMCF (Table III). 
The interest rate for transactions in EMCF (European 
Monetary Cooperation Fund) ecus, is the weighted 
average of the most representative rates on the do-
mestic money market of the countries whose curren-
cies make up the ecu basket. It is based on the 
weighting of the currencies in the ecu basket as 
derived from the ecu central rates in force. The rate 
thus calculated for a given month applies to EMCF 
transactions for the following month. In table 3, this 
rate relates to the month upon wich the calculations 
are based and not to the (following) month during 
which it is used by the EMCF. 
Consumer price Indices In national currency 
(Table V). 
The consumer price indices in the national currency 
of each country measure changes in the purchasing 
power of one unit of national currency spent in the 
country concerned. 
Two composite indices are calculated, covering all 
the Member States of the Community (EUR 12) and 
the eight Member States with currencies participating 
in the European Monetary System exchange rate 
mechanism (ERM). (Although the peseta has been 
participating in the exchange rate mechanism since 
19/06/89 and has been included in the calculation of 
the ecu since 21/09/89, it is only taken into account in 
the indices relating to the ERM which are included in 
this bulletin for data after 30/09/89.) 
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These indices are calculated as weighted arithmetic 
means (chain indices) of the national indices, the 
weighting for each Member State being its relative 
share in the final consumption of households of the 
group of countries in question (EUR 12, ERM), ex­
pressed in purchasing power standards, at current 
prices and purchasing power parities. 
At the foot of the table, the average weighted fluctua­
tions around the mean and the minimum are given for 
the same groups of countries, with the same weight­
ings. (These are calculated as weighted averages of 
the absolute fluctuations in relation to the mean and 
the minimum respectively). They show the degree to 
which price movements in the Member States in the 
Community converge. 
Consumer price Indices In ecus (Table VI). 
For each country the index of consumer prices in 
ecus is calculated by dividing the national consumer 
price index by the average movement of the national 
currency in relation to the ecu during the month. It 
measures the change in the purchasing power of one 
ecu in the country concerned. 
Three composite indices are calculated, covering all 
the Member States of the Community (EUR 12 and 
ECU), the 9 Member States participating in the Euro­
pean Monetary System exchange rate mechanism 
(ERM). Although the peseta has been participating in 
the exchange rate mechanism since 19/06/89, and 
the peseta and the escudo have been included in the 
calculation of the ecu since 21/09/89, these two cur­
rencies are only taken into account in the indices con­
tained in this bulletin for data after 30/09/89.) 
These three indices are calculated as weighted arith­
metic means (chain-indices). The weightings are 
defined as follows: for the EUR 12 and ERM indices, 
the relative share of each Member State in the final 
consumption of households for the group of countries 
in question (EUR 12 or ERM), expressed in ecus at 
current prices and exchange rates (annual weighting). 
For the ecu index, the relative share of each Member 
State's currency in the calculation of the ecu (monthly 
weighting). 
Ecu exchange rates (Table VII). 
The exchange rates for the ecu against the national 
currencies of the Member States of the Community, 
the USD and yen are shown as annual averages, 
monthly averages (for the current year), and daily 
rates (for the latest available month). 
1ecu= Σ 
100= Σ 
BFR DKR DM DRA* ESC* FF HFL IRL LFR LIT PTA 
From 09/21/89 the ecu basket was made as follows : 
3.301 0.1976 0.6242 1.44 1.393 1.332 0.2198 0.008552 0.13 151.8 6.885 
Ecu central rates from 01/08/90.: 
421679 7.79845 2.04446 187.934 177.743 6.85684 230358 0.763159 421679 1529.70 132.889 
Weights of currencies on 09/21/89, calculated on the basis of current central rates, expressed In %. 
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bank Baden Württemberg') were the first Ger­
man borrowers to benefit from this measure and 
two loans have been launched in ecu (see de­
tails on page 5). 
The KfW loan will be quoted in Luxembourg and 
Frankfurt. 
The Crédit Local de France's 'zero coupon' issue 
(see page 5) provides for repayment indexed 
against the movements of a combination of Ger­
man (40% FAZ), French (30% CAC40), Dutch 
(20% EOE), Italian (5% BCI) and Swiss (5% 
SMI) stock exchange indices, weighted by move­
ments in those countries' exchange rates against 
the ecu. The variable­rate bond coupons of the 
CCCE and ASKL (see page 5 again) will be cal­
culated on the basis of the 3­month LIBID (Lon­
don Inter­bank Bid Rate) and the three­month 
LIBOR (London Inter­bank Offered Rate) minus 
0.25%. 
The Bank of England has announced that the 
offer of 6­month Treasury stock in ecu will be in­
creased to 400 million ecus as from 1st April in­
stead of 300 million as hitherto; the offers of 1­
and 3­month bills remain fixed at 300 million 
ECU each. Approximately 3 000 million ecus of 
UK Treasury stock is currently in circulation. 
On the market for ecu­denominated financial in­
struments, the analysts are expecting a Spanish 
Treasury five­year issue of 500 million ecus as 
well as the launching of a 350 million ecu bond 
by the EEC for Hungary. 
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